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We affinm that

We are certified public accountants licansed o practice In Michigan.

\We further affirn the following material, “no” responses have been disclosed in the financlal statements, including the notes, orin the
Management Letter (report of comments and recommendations).
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Gheck each applicable box below. (See Instructions for jurther detail.)

All required component units/funds/agencies of the local unit are included in the finandial staternents andfor disclosed in the
reparting entity notes to the financial statements as necessary.

There are no accumuiated deficits in ona or more of this unit's unraserved fund balances/unrastricted net assets
(P.A. 275 of 1980) or the local unit has not exceaded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Departiment of Treasury.
The local unit has adopted & budget for all reguired funds.

A public hearing on the budgef was held in accordanca with State siatute.

The local unit has not violated the Municipal Financea Act, an order iesued under the Ermergency Municipal Lean Act, or
other guidance as Issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The loczt unit only holds deposits/investments that comply with statutory requirements.

The local unit has no llegal or unauthodzed expenditures that came to our attention as defined in the Bulletin for
Audifs of Local Units of Government in Michigan, s revised (see Appendix H of Bulleting.

There are na indications of defalcation, fraud or embezzlerment, which came o our attention during the course of our audit
ihat have not been praviously communicated 1o the Local Audit and Finance Divisian (LAFD). If there is such actlvity that has
not Been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit apinion is UNQUALIFIED.

The local unit has complied with GASE 34 or GASE 34 as modified by MCGAA, Staternent #7 and other generally
accepted accounting principles {GAAP).

The board or council approves all inveices prior te payment as required by charter ar statuie.
To our knowledge, bank reconciliztions that were reviewed wets performed fimely.

If a local unit of govemment (authorifies and eommizsions fncluded) is operating within the boundaries uf the audiied entity and i= not
ineluded in this or any other audit repart, nor do they abtain a stand-stone audit, please enclose the name(s), address{es), and a
description(s) of the autharity and/or commissian.

[, the undersigned, certify that this staternent is complete and accurate in all respecis.

We have enclosed the following: Enclosed | Mot Required {enter a brief Justificatian)

Financial Statements

The Tetter of Comments and Recommendations

Qther Descrbe) []

Cerlified Public Acssuntant (Firm Name) Telephane Mumber

Janz & Enight, P.L.C. 248-646-8660

Slreel Address City Slate Jp

300 East Long Lake Road, Suite 360 Bloomfield Hills | MI |48304-2377

Authorizing CPA Slgnalu Printed Nama Licznze Number
w . 7% ] John M. Foster 1101016537

NOTE: ThéFire Department is supported by equal contributions from the communities of

Ke¥go Harbor, Orchard Lake and Sylvan Lake.
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| NDEPENDENT, OR'S AEPORT

Mambers of the Board
Tri=City Fire Department

We have audited the sccompanylng flnancial statemants of the governmental activities and each major
fund of Tri-City Fire Department, as of and for the year ended June 30, 2007, which collectively comprise the
Fire Department's basic financial statements as listed in the table of contents. These fipancial statements are
the responsibiiity of Tri-City Firs Department management. Our respansibillty is to express oplnions on these
financia! statements based on our audit.

We conduetad our audit in accordance with auditing standards generally accepted in the United 3tates
of America. Those standards reguire that we plan and perform the audit to obtaln reasonable ugsurance about
whether the financial statementz are free of material mlsstatement. An audlt Inciudes examining, on a test
basis, evidence supporting the amounts and disclosures In the financial statements. Am audit also incliude
aszass(ng the accounting principles used and gigniflcant sstimates mada by management, a3 well as evaluating the
overall financisl statement presentation. We believe that our audit provides a reasonable hasiz for our
opinions,

In our epinien, the financial statements referred to above present fairly, In all material respects,
the respective finamelal position of the governmental agtivitles, and each major fund of the Tri-City Fire
Department, as of June 30, 2007 and the respective changes in financial position and eash flows, where
applicable, thereof for the year then ended in conformity wlth accounting principles generally accepted in ihe
United Statas of America,

The mamagement's discussion and analysis and budgetary comparisen informatien as identified in thea
table of contents, are not a requirad part of the basic Timanclal statements but are supplementary information
required by accounting pringiples generally accepted in the United 3tates of America. We have appllied certain
imited procedures, which consisted principally of Inguiries of management regarding the methods of measurement
and presentation of the reguired supplementary infermation. Howevar, we did not sudit the informatien and
exXpress no opinion an Lt

Very truly yours,

M fb..é,[l,/’zqc_

Certified Publle Accountants

Bloomfield Hills, Michigan

August 17, 2007
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June 30, 2007

MANAGEMENT'S DISCUSSION AND ANALYS1E

The Tri-Glty Flre Department's (the Fire Department) management's discussion and analysis is designed to assist
the reaader in focuslng on significant financial Issues, provide an overview of the Fire Department's financial
activity, identify changes Im the Fire Department's financial position (its ability to address the next and
subsaquant years' challenges), identify significant variances from the approved budget, and identify individual
fund issues or concerns.

Uging this Annual Report

The Fire Department's annual report consigte of & series of financial statements. The Statement of Net Assets
and the Statement of Activities provide informatlen about the activities of the Fire Department as 3 whele and
presant a longar-term view of the Fire Departmenti's finances. Fund financial statements tell how these services
wera fTlnanced in the short-term, as well as what remains for future spending. Fund financial statements also
report the Fire Depariment's cperations in more detail than government-wide financial statemants.

Government=Wide Fingnzial Statements

The government-wide TInancfal statements censlst of the Statement of Net Assets and Statement of Activities.
They are designad to be corporate-like in that all governmental funds are consolidated into ¢olumngs which add to
a total for the primary government. These statements include all assets and |iabilitles using the accrual basis
of accounting. All of the current year's revenues and expenses are also taken [nto aceount regardiess of timing
of cash being paid or received.

D rimen Who !

Mot Azsats - The Fire Department's combined net assets were $1,563,760 and %1,612,635
endad June 30, 2007 and 2006, respectively. This rapresents a decrease of $48,865 or
ago. The majority of this decrease is related to depreciation.

at the close of tha years
a 3% decrease from a year

Tha following table reflects the condensed Statement of Net Assets for the vears ended June 30, 2007 and 2006:

Table 1
Statement of Net Assets
Governmental Activities

Juna 30, 2007 Juna 30, 2006

ASBETS
Current and other assets $ R78,4B310 & 270,755.06
Capital assets 1,285 286.39 1,342 085.95
Total assets £1,563,769.49 §1,612, 841,01

LIABILITIES AND NET ASSETS
Current and other |labillties 5 % 206. 25
Total liabilities i -] 206.25
Net azsets:

Investad In capital assets, net of ralated debt 1,285, 286.39 1,342,085.55
Unrastricted 278.483.10 270, 548. 81

Total nat assets

Total liabilities and net aszets

e

$1,563,769.49

$1.612,634.76

563, 769.49

$1,612.841.01
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Unrestricted net assets are net assets that can be used to finance day to day operations. Designated net assets
of the Fire Department totaled $277,000. These net assets have |imitations on their use that were imposed by the
Board. The investment in capltal assets represents the Fire Department's capital assets that provide secrviges te
citizens: accordingly, these assets are not available for future spending.

Tha following table shows the changes in net assets for the years ended June 30, 2007 and 2006:

Tabkle 2
Changas In Net Assets

Govarnmental Actlvities
June 30, 2007 June 30, 2008

Program Revanue:

Charges for services § 642,491.73 $ @11,887.50
General Revenue:

Investment income 11,874.47 7,832 .98

Niscel lanesous (87.85)

Lozs on disposal of assels (25.61) (19,875 .07)
Total revenue % 654,340.59 & 600,257.56

Program Expenzes:

Fublic safety 703, 205 B& 689 405.34
Total program expenses % 703 205.B6 § 669,405.34
Increase (decrease) in net assets § (48,866.27) $ (B9.047.78)
Net assets - beginning of year 1,612 634.76 1,701,682 54
Net astsets - end of vear §1.563 769 .49 $1.612 634.76

As shown in the above table total revenues for the years ended June 30, 2007 and 2006 were %$654,341 and
$600,358, respectively, of which the majerlty of revenues were obtained from participating elties. Total
expanses for the vears ended June 30, 2007 and 20068 were $703,206 and 3689, 405, respectively, of which 93.2% and
BB.8%, respectively, of the Fire Department's expenses ralated to the contract with West Bloomfield for
operations.

The Fira Department Funds

The analysis eof the Fire Department’'s major funds begins on page B, following the government-wide financial
statements. The fund financial statements provide detail information about the most signlficant funds, not the
Flra Department as a whole. The Fire Department Board creates funds to help manage money for specific purposes
as well as to show accountability for certain activities, such as special property tax millages. The Fire
Department's major fund for 2007 is the Ganeral Fund.

The General Fund is the main operating fund of the Fire Department. Total revenues Tor the years ended June 30,
2007 and 2008 were %$654,966 and $627,133, respectively. Of thls revenue, contributions from Cities accounted for
the majority of thea total revenue. Total expenditures for the years were $646,432 and $628,645, respectivaly.
This Included %642,482 paid to West Bloomfield Township for fire protestion. At Juma 30, 2007 the unreserved
fund balance of $278,483 represented 43% of the total General Fund expenditures for the year.

General Fund Budgetary Hiohiights

Over the course of the year, the Flre Department Board did amended the budget.

The Fire Department overall expenditures stayed below hudset, resulting in total expenditures of 96,050 below
budget. The General Fund's fund balance dld increase 53,034, The increase is primarily due to investment income

baing more than budgeted. This increase brings the original board designated truck funmd back to its previous
level, $277,000.

-4
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Capital_ Asset and Dabt Administration

Capltal Aszets
At tha end of fiscal year 2007, the Fire Department had $1,285,286 invested in & broad range of capital assets

(net of accumulated depreelatlen), in¢luding buildings and fire equipment. The Fire Dapartment |eases its assets
to West Bloomfield Township for $1.00, annually.

Long-Term Dabt
The Fire Department's total indebtedrness as of June 30, 2007 is none.

Egonomic Factors and Next Year's Budgets and Fates

The Fire Department's fiseal 2008 budget was prepared using various eccnomic factors as fol lows:
Reveanue:s

Tha Fire Department willl assess participating City's an amount equal to West Bloomfleld's contracted services,
This amount is consistent with the 5% in¢rease in the West Bloomfield contract.

Expenditures

The contracted services from West Bloomfield will increase 5% par contract,

The fiscal 2006 General Fund budget axpects a surplus of approximately $3,300. The projected Genaral Fund's fund
balance at June 30, 2008 is approximately $281,800 which represents approximately 41% of the General Fund

expenditures for the year.

Regquezt for [nformation

This finaneial report is intended to provide eitfzens, taxpayers, customers, and investors with a general
avarview of the Fire Department's finances and to shaw the Flre Department's accountability for the money it
receives. If you have any questions or concerns about thls report or need additiomal information, contact the
Fire Department, at tha Tri-City Fire Department, 3300 Orchard Lake Raoad, Orchard Lake, Michigan 48342,

5
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STATEMENT OF NET ASSETS

June 30, 2007

Cash and Tnvestments . . coe
Accounts receivable, . . . . . . .
Gapltal asaetas, nat. .

Total assets .

LIABILITIES AND NET ASSETE
Atcounts payable .
Total liabilities,

Nat azzets:
Investead In capital asseta .

Unrestrigted .

Total net assets .

Total liabilitie=z and net assets .

The attached notes are an integral part of the Tlnanclal statements.

-5-

Governmante
Funhd Types
General
Fund

§ 277,500.00
983.10
1.285,2086.39

. _$1,563,769.49

1,285,2686.39

278,483 .10

§1,668,760.49

51,563 ,769.49

———
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TRI-CITY FIRE DEFARTMENT

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2007

Net (Expense)
Revenue and

Changes In
Program Revenues Net Assels
Operating GCapital
Charges for Grants and Grants and Govarnmental
Fungtionz/Programs Expenses Services Contributions Contributlons Actlvities
Primary government
Govarnmenta! activities:
Fublle safety. . . . . . . B 703,205,986 $642, 491,73 b - $ - § (60,714.123)
Total governmental activities. . . . $ 703,205.86 5642,491.73 5 - % - $ (B0,714.13)
Total primary government . . . . . . § 703.305.96 §642,491.73 5 - g - § (60.714.13)
Genaral revenuves:
Interest incame . . . . . . . . . 0 0 L 0w 0w e e e 11,874.47
Special item - disposal of fixed assets . . . . . .. . .. (25.61)
Total genaral reavenuss and spacial [tams. . . . . & 11,848.88
Changes innmet assets . . . . . . . . . . . . . . % (48,B885.27)
Net aszats - July 1, 2008 . . . . . . _ . ., ., . . . . .. 1,612,634.76
Net gasetz - June 30, 2007. . . . . . . . . . . .. ... . %1,569,760.49

The attached notes are an integral part of the financial statements.
7
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GOVEANMENTAL FUND
BALANCE SHEET

June 30, 2007

General
Fund
ABSETS
Cash and investments . . . . . ... .. ... ... ... & 277,500.00
Accounts reeceivable, . . . . . .. L L. 0L L 0L L L L. 083.10
Total assets . . , , , . .. ... .. ... .. &% 878 48310
————
LIABILITIES AND FUND EQUITY
Accounta payable . . . . . . .. ... 0. .00 & -
Total diabilities. . . . . . .. . ... ... & -
Fund balancas:
Unreserved:
Undezignated . . . . . . . . . . . . . . . ... ... 1,483.10
Deslgnated for fire trusks . . . . . . . . . . . . .. 277,000.00
Total fund balances., . . . . . . . . . . . . ., ., § 278,483.10
Total liabillties and fund balances. . . . . , ., § 276,483.10
Total governmental fund balahce= , . . . ... ... ... $ 278,482 .10
Amounts reported for governmental activities in the statement
of nat assets are different because:
Capital assets used In governmental activities are not
finangial resources, and are not reported in the
gavernmental funds:
Governmental caplital asset=z, ., . . . . . . . . . .. 1,819,080 98
Lesz accumulated depreclation. . , ., ., . . . . . .. 633,764 .54
¥1,285,280.39
Net assets of governmental activities, . . . . . . . . . . $1 563,760,490

The attached netes are an integral part of the flnanciel statements.
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TRI-CGITY FIRE DEPAATMENT

STATEMENT OF HEVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUND TYPES

For the Year Ended June 30, 2007

Gateral
Ravenuas:
Charges for services:
Aszezsments for fire protection. . . . . . . . . . . . . § 642,491.73
Interest Income. . . . . . . . . . . . . .. o L L. . 11,874 .47
Tota! ravsnuass . . § 654,8966.20
Expenditures:
Public safety. . 646,431 .91
Total expenditures . . 5 846,431 .91
Excoss of revenusa over (under) expenditures . F  7,934.29
Fund balance, beginning of year. . 270, 548 .81
Fund kalance, end of year. . & 278,4B83.10

The attached notes are an intsgral part of the flnancial statements.
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TRI-CITY FIRE DEPARTMENT

RECONGILIATION QF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2007

Net change in fund balances - total governmental fund . . . . . . .. & 7,924,209

Amounts reportad for governmental activities in the
statement of activitles are different because:

Governmental funds report capltal outlays as expenditures;
in the statement of activities, these costs are allocated
over their estimated useful lives as dapraciation:

Expendltureas for capital assets . . . . . . . . . e e e o -
Lass current year deprecigtion. . . . . . . . . . ... .. .. 56,778.95
¥ (56,778.95)
Gavernmenta! funds report proceeds from sale; In the statement
of actlvities, only the respective gain or [oss Is racognized . (25.61)

Changs in net assets of governmental activitles . . . . . . . . . . __§ (48 865.27)

The attachad notes are an integral part of the financial statements.
~10-
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NOTE A -

TRI-CITY FIARE DEPARTMENT
NOTES TO FINANGIAL STATEMENTS

<Juns 30, 2007

Summzr ignificant Aceountin icies

The aceounting policies of the Tri-City Fire Department confarm to sgcounting principles generally
acceptod in the United States of America (GAAR) as applicable to governmental units. The following is
a summary of the signifieant accounting policies used by the Tri-Gity Fire Department.

Report i tit

Based on the Tri-City Flre Protection Agreement adepted November 1, 1968 the Trl-Glty Fire Department
providez fire protection for the Michigan communitles of Keego Harbor, Orchard Lake Village and
Sylvan Lake. The three cities ecentribute equally towards funding the fire department’'s annual
expenditures. The governing body of the Tri-Gity Fire Department is made up of two members from each
¢city. The fire protectlon agreement is an annual agreemenmt and ¢sn bhe renewed by the governing badies
af sach of the cities. Any city may withdraw from this agresment as of the last day of the term ar at
any time upon not less than six months notice. Each city is obligated to pay to the Tri-City Fire
Pepartment an amount equal to one-third of the total approved annual budget of the Tri-City Fire
Department.

Az of July 1, 2003 Trl-City Fire Departmant sontracted with West Bloomfield Township to provide full-
time fire proteetion and Advanced Life Support. The participating cities agree to pay the Township
through the Fire Board, who will in turn pay the Tewnship on behalf of the cities.

The Initlal term of this agreement shall be for B (eight) years. Provided that the three clties and
Fire Board are not in default, the term shall be zutomatically extanded for up to 4 (four) additional
and separate 5 (fiva) vear toerms.

(uarterly payments are payabie an the flrst day of July, ODctober, January and April. Subsequent
year's payment will Increase 5% annually. For the year ended June 30, 2007 the Fire Department paid
West BloomTield Township $642,482,

The Fire Board iz leasing the real property and its equipment and supplies to the Township for $1.00,
annual ly.

Government-Wide and Fund Fin i Statements

The government-wide flpancial statements (i a,, the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the primary
government.

The statement of activities demonstrates the degree to which the direct expenses of a given functlon
or segment are offset by program revenues. Direct expenses are those that are e¢learly identifiable
with a specifiec function or segment. Program revenues include: (1) charges to customers or applicants
who purchase, use, or direetly benefit from goods, services, or privileges provided by a given
function or segment; and (2) grants and contributions that are restricted to meeting the operational
or capltal requirements of a particuiar function or segment. Interest and other items not properly
included among program revenues are reported instead as general revene.

Measyrement Focus, Basis of Accounting and Fipancial Statement Presentation

The government-wide financial statements are reported using the economic resources measuremant focus
and the acerual basis of aeccounting, as are the proprietary fund and fidusiary fund Tinancial
statements. Revenue Is recorded when earned and expenses are recorded when & lisbility is Incurred,
regardiess of the timing of related cash flows.

Governmental fund flmancial statements are reported using the current financial resourcas measurement
focus and the modifled acerual basiz of accounting. Revenus is recognized as soon as it ls both
measurable and available. Revenus is considered to be available if it is collected within the currant
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
govarnment considars revenues to be avallable if they are collected within 60 days of the end of the

current period. Expenditures generally are recordsd when 2 liability Is Incurred, as under accrual
accounting.

=11=



Janz & KHIGHT, p.L.c. - CERTIFIED PUBLIC ACCOUNTANTS

NOTE A -

THI-CITY FIRE DEFARTMENT
NOTES TO FINANCTAL STATEMENTS (CONTINUED)

Juna 30, 2007

Supmary of Signifleant Actounting Polieles (continued)

Aevenues are recegnlzed in the accountling period in which they become susceptible to accrual--that
is, when they become both measurable and available to flnange expenditures of tha period. All other
revenue items ara conzidered to be avallahle enly when cash is raceived by the government.

Amounts reported as program revenue includa: (1) charges to customers or applicants for goods,
services or privileges provided; (2) operating grants and contributlems; and (3) capital grants and
contributions. Internally dedicated resources are reported ag general revenue rather than as pregram
revenua.

Governmental| Funds:

The Fire Department reports the follewing major geverrmental funds:
General Fund

The General Fund is the government's primary operating fund. It accounts for ail financial rescurces
of the general government, except those required to be accounted far in another fund.

Assets, Liabilities, and Not Assets it

Invastments
Depesits are carried at cost and consist of investments in short-term investments.
Recelvable:

All trade receivables are consldered fully collectible by tha Fire Department. No provisien has been
made in the fimangial statements for noncollection.

Gapital Assets

Capital assets, whleh Include land, buildings, vehicles, furniture and equlpment are reported in the
applicable governmental activities column in the government-wide finesncial statements. Capltal assets
are defined by the government as assets with an jmitial individual cost of more than %2,500. Such
asgets are recorded at historleal cost or estimated histerical cost if purchased or econstructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.

Capital assets that are being depreciated are reported net of accumulated depreciation in the
statement of net assets. Capital assets that are not belny depreciated, such as land, are reported
separately.

Capital assets are depreciated over thalr estimated useful lives. Depraciation expsnse is reported in
the statement of actlvitles by allocating the net post over the estimated usafu! Iife of the assets.
Assets are depreciated on an Individual basis for equipment and bul [dings,

Property, plant and aquipment is depreciated uslng the straight-line methed over the following usaful

livas:
Years
Buildlngs 50
Vehicles 7-20
Furniture and Equipment 5-20

d_Equit

In the fund financial statements, govarnmental funds report designations of fund balange, thege are
tentative management plans that are subject to change.

Use of Estimates

The preparation of financial statements in conformity with aceounting principles generally accepted
in the United States of America reguires management to make estimates and assumptlons that affect the
reported amounts of assets and liabilitles and disclosure of contlngent assets and liabilitles at the
date of the financial statemants and the reported amounts of revenue and expenses during the period.
Actual results could differ from those estimates.

—18-



Janz & KNIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

TRI-CITY FIRE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Juna 30, 2007

NOTE B - Expenditures Over Budget

NOTE C -

udgetary In tion

Annual budgets are adopted on @ basis conslstent with generally accepted accounting principles for
the General Fund. All annuzl appropriations lapse at year end. The Fire Department’'s appropriation
reselution is generally passed during the precading year in which the planned expenditures relate.
Subsequent amendments are made to avaid unfavorable varlances from the original budget. Ralated
resolutions are made to state the purpose and amount of the changes. The Board Chairman has the
responsibil ity to enforce the budget. Unused sppropriations do not carry forward to the next year,

The budget document presents information by fund, functlon, department and |ine items. The lagal
level (the level at which expenditures may not legally exceed appropriations) of budgetary control
adopted by the board iz at the department (sctivity) lavel.

The Fire Department Board must approve budget amendments at the activity level and zupplemental
appropriations, which affect total fund expenditures. The Board Chairman can transfer approprlationg
between [Ine items within a department or actlvity without governing body approval.

Amounts encumbered for purchase orders, centracts, ete., are not tracked during the year. Budget
appropriations are considered to be spent once the goods are delivered or the services renderad.

P.A. 2 of 1968 as amended, provides that a loeal unit shall not incur axpenditures in excess of the
amount appropriated In budget resolutlons of the governing body,

f Expondltur r_Approprlati in Budgatad Fun

During the year, the Tri-GCity Fire Department did not Ineur expenditures In cartain budgeted Tunds
which were significantly in excess of the amounts appropriated.

Deposits Investments

Michigan Compiled Laws, Section 129.91, authorizes the Fire Department to make deposits and invest in
the accounts of federally Insured barks, credit unlons, and savings and loan associations which have
an office in Michlgan. The Fire Department is allowed to jnvest in bonds, securities and other direct
obligations of the United States or any agency or instrumental ity of the United States: United States
government or federal agency obligations; repurchase agreements; bankersz' acceptance of United States
banks; commercial paper rated withln the two highest classifications which mature not more than 270
days after the date of purchase; obligations of the State of Michigan or its polltle¢al subdivisions
which are rated as |nvestment grade; and mutual funds composed of investmant vehicles which are legal
for direct Investment by loeal units of government in Michigan.

The Fire Board hag designated various banks for the deposit of Fire Department fundz. The investment
policy adopted by the board in accordance with Public Act 196 of 1097 has authorizead investment In
all of the Btate statutory authorities as Ilstad above, except repurchase agreement, bankers
acceptances, state or local obligations and commercial paper, Tri-City Fire Department's investment
policy are in accordance with statutory authority and the investment policy of the Fire Department.

The Department's cash and Investments are subject to several types of risk, which are examined In
more detail below:

Cu jal Credit Ri Bank Deposi

Custedial credlt rlsk is the risk that in the event of a bank failure, the Department's deposits
may not be returned te [t. The Dapartment does not have a doposit policy far custodial credit
risk. At year end, the Department had no bank deposits (certificates of deposit, checklng, and
savings acoounts) that were uninsured and uncollaterallzed. The Department evaluates each
financial institution with which it deposits fumds and aszessss the level of risk of each

institution; only those institutions with an acceptable estimated rizk |eva! are used as
depositories.

18-
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NOTE G =

TRI-CITY FIRE DEPARTMENT
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

Juma 30, 2007

feposits and Investments (continued)

Gustodial Credit Risk_of |nvestments

Gustodial ecredit risk is the risk that, in the event of the failure of the counterparty, the
Department will net be able to recover the valus of lts investments or col lateral securities that
are in the possassion of an outside party. The Department does not have a palley for custodial
credlt risk. At year end, the following investment =ecurities were uninsured and unregisterad,
with securities held by the eounterparty or by its trust department or agent but not in the
Department’'s name.

Type of Investment Eair Valua Hew Held

U.8. government and agency securities $ 228,248 Counterparty

Interest Rate Risk

Intarast rate risk is the rlsk that the value o¢f investments will decrease as a result of a rise
in interest rates. The Department's investment policy does restrict investment maturities, other
than commercial paper which ¢an only be purchased with a 270-day maturity, to a maximum of fiva
years. At year end, the average maturities of investments are as follows:

Weighted Average

Investment Eair Valus Maturity
U.5. government and agency sacurities:
U.5, Treasury Note g 14,896 3 years
Federal National Mortgage Association 213,352 4.5 years
Cradit Risk

State law |imits investmants in commercial paper to the top twe ratings issued by natianally
recognized statlstical rating organizatlons. The Township has no investment policy that would
further limit its investment choices, As of year end, the credit quality ratings of debt
securities (other than the U.S. government) are as follows:

1nvestment Fair Value Rating Rating Organization
U.S. Government Agenhcy Securlties $ 213,862 AAA BE&P
Congentration of Credit Ris

The Department places no limit on the amount the Department may invest im any one lssuer. The
Department has more than 5% of Its investments in the foliowing:

U.8. Treasury Note 7.0%

.5, government agency:
Foderal National Mortgage Association 93.0%
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NUTE D -

NOTE E -

NOTE F -

TRI=CITY FIRE DEPARTMENT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Capital Azsats

June 30, 2007

Capital asmet activity of the primary government for the

current year was as follows:

Beginning Ending
Balance Ineroasas Decreaseas Balance
Governmental Activities:
Capital Assets Not Baing Depreciated:
Land $ 905 000.00 % & . 225,000.00
Capital Assets Being Depreciated:
Buildings $1,145,043.87 § $ $1,145,843 87
Vehiclez 455,105.88 452,105.88
Furniture and Equipment 80,547 47 1,556.19 B9 001.18
Subtotal $1.685 587 .12 & §_ 153619 %1,604,050.93
Less Agcumulated Depreciation for:
Buildings § 239,803.68 % 22,018.88 % $ 262,802.56
Vahlclas 276,084.22 27,520.31 303,604 .53
Furniture and Equipment 62 533 .27 6.334 76 1.510.58 67,357.45
Subtotal 57 1 $ 56, 773,95 § 1.510.56 3 639 764.54
Net Capital Assets Being Depreclated $1.117.085.95 $ 56,773.95 § 25.61 §1,0680 2BG.39
Governmental Activities - Total Capital
Aszats - Net of Depreciation $1,342,086.95 $(56,773 95) $.....00.61 %1,285,286,39

Dapreciation expense was charged to programs of the primary government as fol lows:

Designated Fund Balance:

Governmental Actlvities:
Public Safety

$56,773.95

The Board has established internally designated funds to be used az fol lows:

Alsk Management:

The fire department is exposed to various risks of
property and crime,

omissions,

Balance - June 30, 2007

Flire
Trucks

vehicle Ilability,

loss related to general
vehicle physical

$277.000,00

biability, errors and
damaga, fTire

legal Tiability,

employee injuries, and fire fighters' acclidantal death. The West Bloomfield Flre Department insures
the Fire Department for all the above liabilitles.

-15-
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Jampz & KMIGHT, P.L.C.

TRI-GITY FIRE DEFARTMENT

BUDGETARY COMPAR |SON SCHEDULE
GENERAL FUND

For the Year Ended June 30, 2007

Ravenuss :
Charges for sarvices:
Aszessments for Tlre protaction.
Interest income, .

Tetal revenuas _ _
Expenditures;
Public safaty:
Contractsd services - fire protection . .
General Administration:
General administration and offlce axpensze. .
Bank zervice fes .
Profesgional fees. .

Maintenance - building .

Variable expenses:
Contingency fees .

Total pubiic safety.

Excess of revenuas over (under) expenditures .

Fund balance, beginning of year,

Fund balance, end of year,

16~

Variance -
Original Amendad Favorable
Budget Budgat Actual {Unfavorable)
§ 642,4B81.88 $ 642,481.28 3 642,491 .73 5 9.85
12,000.00 10,000.00 11,874._47 1,874 47
& ©54,481.88 % 652 481 .88 & &54,366.20 $ 1.884.32
642,481 .88 642 AB1 .88 642, 481.91 {0.03)
1,700.00 1,700.00 8565.00 845 00
300.00 300.00 300.00
% 2,000.00 § 2,000.00 ¥ O1,155.00 S B45.00
1,600.00 2,895.00 2,755.00 100.00
1,000.00 1,000.00 1,000.00
2,500.00 4,105.00 4,105.00
& F49,581.68 § 652,481,680 F 646,431.91 $ &.048 97
L3 4,500.00 % - & 7,934.29 $ 3,034.20
270,546, 270,548, 81 270, 548. 81
. & 275,448.81 $ 270, 548.81 § 2768,483.10 5 3,084.39
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To ‘the Board and Management of
the Tri-City Fire Department

In planning and performing our audit of the financial statemsnts of the
govarnmental activities, and each majeor fund of Tri-City Fire Department as of and for
the year ended June 30, 2007, in acgordance with auditing standards generally accepted
in the United States of America, we considered Tri-City Fire Department’'s internal
control over financial reporting ({internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of
the Governmental Unit's internal control. Accordingly, we do not express an opinion on
tha effectivensss of the Governmental Unit's internal control.

A control deflciency exists when tha design or operation of a control does
not allow management or employees, in the normal course of performing their assigned
functiong, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or a combination of control deficiencies, that
adversely affects the entity's ability to I[nitiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting
principles such that there is more thanh a remote likelihood that misstatement of the
entity's financial statements that is more than inconsequential will not be prevented
or detected by the entity's internal control.

A material weakness is a sighificant deficiency, or a combination of
significant deficiencies, that results in more than a remote |ikelihood that a material
misstatement of the financial statements will not be prevented or detected by the
entity's internal control.

Our consideration of internal control was for the limited purpose described
in the first paragraph and would not necessarily identify all deficiencies in intarnal
control that might be significant deficiencies or material weaknesses. In addition,
because of inherent limitations in internal control, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not
be detected by such controls. We did not identify any deficiencies in internal control
that we consider to be material weaknesses, as defined above. However, we identified
the following deficiencies in internal contreol that we consider to be significant
deficiencies.

It was noted during the audit that investment income was not reconciled,
therefore the earnings were misstated., We recommend that this be done monthiy.



To the Board and Management of Page Two
the Tri-City Fire Department

This communication is intended solely for the information and use of
management, the Board, and others within the organization, and is not intended to be
and should not be used by anyone other than these specified parties.

Very truly yours,

e s

Certified Public Acecountants

August 17, 2007



